UMVOTI MUNICIPALITY 



DRAFT ANNUAL BUDGET 
2016 / 2017 - 2018/2019 


EXECUTIVE SUMMARY FOR THE UMVOTI MUNICIPALITY FOR THE 2016/2017 TO 
2018/2019 MEDIUM TERM EXPENDITURE FRAMEWORK BUDGET 


The following is the executive summary for the Draft Annual Medium Term Revenue and 
Expenditure Framework for as prepared and tabled by the Acting Chief Financial Officer. 
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1. DEFINITIONS 


“Adjustment budget”-Prescribed in Section 28 of the MFMA, the formal means by 
which a municipality may revise its annual budget during the year. 

“Allocations”-Money received from Provincial or National government or other 
Municipalities. 

“AFS”-Annual Financial Statements 

“Assessment Rates”-Local Government Tax based on the assessed value of property. 
To determine the rates payable, the assessed rateable value is multiplied by the rate in 
the rand. 

“Budget”-The financial plan of the Municipality 

“Budget Related Policy”- policy of a municipality affecting or by the budget, examples 
include tariff policy, rates policy and credit control policy. 

“Capital expenditure”- spending on assets such as land, buildings and machinery. Any 
capital expenditure must be reflected as an asset on the Municipality’s Statement of 
Financial Performance. 

“CRR”- Capital Replacement Reserve- a cash reserve set aside for future capital 
expenditure. 

“Cash Flow Statement”- A statement showing when actual cash will be received and 
spend by the Municipality. Cash payments do not always coincide with budgeted 
expenditure timings. For example when an invoice is received by the Municipality it is 
shown as expenditure in the month it is received, even though it may not be paid in the 
same period. 

“CFO”-Chief Financial Officer. 

“DORA”-Division of revenue Act, an annual legislation that shows the total allocations 
made by National to Provincial and local Government. 

“Equitable Share”- A general grant paid to municipalities. It is predominantly targeted to 
help with free basic service. 

“FFC”- Financial and fiscal commission. 

“Fruitless and wasteful expenditure”- Expenditure that was made in vain and would 
have been avoided had reasonable care been exercised. 

“GFS”- Government Finance Statistics, an internationally recognized classification 
system that facilitates for like comparison between municipalities. 

“GRAP”: Generally Recognized Accounting Practice. The new standard for municipal 
accounting and basis upon which AFS are prepared. 
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“IDP”: Integrated Development Plan, the main strategic planning document of the 
Municipality. 

“MFMA”: The Municipal Finance Management Act- No 53 of 2003, the principle piece of 
legislation relating to municipal finance management. 

“MTREF”-Medium Term Revenue and Expenditure Framework, a medium term financial 
plan usually 3 years based on a fixed first year and indicative further two years budget 
allocations and also includes details of the previous three years and current years 
financial position. 

“MPAC”-Municipal Public Accounts Committee. 

“NT”: National Treasury 

“Net Assets”: Net assets are the residual interest in the assets of the entity after 
deducting all its liabilities, meaning the net assets of the municipality equates to the net 
wealth of the Municipality, after all assets were sold/recovered and all liabilities paid. 
Transactions which do not meet the definition of Revenue or expenses, such as 
increases in values of Property, Plant and Equipment where there is no inflow or outflow 
of resources are accounted for in Net Assets. 

“Operating Expenditure”: Spending on the day to day expenses of the municipality 
such as salaries and wages and general expenditures. 

“R&M”: Repairs and Maintenance on property, plant and equipment. 

“SDBIP”: Service Delivery and Budget Implementation Plan: A detailed plan comprising 
quarterly performance targets and monthly budget estimates. 

“Strategic Objectives”: The main priorities of the municipality as set out in the IDP, 
budgeted spending must contribute towards the achievement of the strategic objectives. 

“SCM”: Supply Chain Management 

“Unauthorised Expenditure”: Generally is spending without, or in excess of an 
approved budget. 

“Virement”: A transfer of Budget 

“Virement Policy”: The policy that sets out the rules for the budget transfers. Virements 
are normally allowed within a vote. Transfers between votes must be agreed by Council 
through an adjustment budget. 

“Vote”: One of the main segments into which a budget is divided. In Umvoti Municipality 
this meant at a directorate level 
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PART 1: ANNUAL BUDGET 


SECTION 1: Mayor’s Report 

Today I present to the Executive Committee and later to the Umvoti Council the 2016/2017 
draft budget and draft IDP review for 2016/17 that will be tabled to Council on 29th March 
2016. This included a review of the Integrated Development Plan (“IDP”) and sector master 
plans of the municipality. This was done with the purpose of identifying material matters that 
could impact on the long term financial sustainability of the municipality as well as to 
inform proposals regarding future policy directions. I will later on elaborate in greater detail 
on the planned public participation processes which should be taking place during the month 
of April as required by the Municipal Systems Act. 

This draft budget is significant in many ways, firstly in that it is the last budget for the current 
term of office for us as sitting Councillors which is technically coming to end in the Month of 
May even though elections are anticipated to take place later in August this year. Not only 
so, it is the last budget that the current sitting council will collectively preside over and which 
will serve as the ultimate yard stick of the extent to which we as the Council Collective have 
managed to deliver on our primary and core mandate of the delivery of basic services to all 
our people thereby facilitating the realization of the promise of a better life for all. 

As previously stated in the foreword which featured in the annual report it has just been 
under a year since I took my oath of office as the Mayor of Umvoti Municipality within the 
short space of time numerous gains and awards have been amassed for the people of 
uMvoti Municipality, I am however mindful of the fact that all of those would never have been 
attainable outside the support and cooperation of the Council collective supported by the 
administration .It is with the above in mind that I confidently assert that indeed all that we 
have been able to achieve the past financial periods is a culmination of the collective efforts 
of us all. I also remain confident that the last few months that remain for us as leaders in 
office will be will be approached with the greatest of dedication and commitment more so as 
we embrace the notion that we do not stop working simply because it is our last year in office 
. It is with this notion in mind that during the Budget Steering Committee meetings that I have 
presided over for this budget I advocated for the adoption of a tag line or motto which will 
continuously reaffirm our dedication to this course of financially responsible leadership, the 
tag line of “doing more with less”. This tag line was also a response to the unfavourable 
economic and financial climate that we presently face as a Nation as well as part of the 
global community. 

The compilation of the 2016/2017 MTREF was a major challenge in many respects, we had 
a mammoth task of having to balance the budget between the limited revenue sources 
available against the demand to provide quality yet affordable services to our communities 
but of greater challenge addressing the historical infrastructure backlogs in our communities. 
This task had to be undertaken amidst persistent challenges of escalating high debts and 
declining collection rates, historic over expenditure patters, recent review of the employee 
wage bill which saw our employee related cost double to historic extremes. Compounding to 
these budget challenges was the recent demarcation process which has brought about 
added financial implications which includes but not limited to an increase ward committee 
expenditure, councillor remuneration as well as additional service delivery needs of the 
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wards recently incorporated into the Umvoti Jurisdiction. The balancing act between all these 
factors was indeed not one which could easily achieved. 

Let me also briefly reflect on the broader economic factors that were at the helm of the 
compiling of the draft Budget for 2016/17 which are contained in the Municipal Budget 
Circular 78 for the Medium Term Revenue and Expenditure Framework 

■ Global and National Economic outlook has been weaker than anticipated. 

■ Depreciation of the rand has had implications of higher prices thereby impacting on 
the cost of living at least in the immediate sense as well as the foreseeable future. 

■ Gripping effects of drought resultant in higher food prices, declined food production 

■ Persistent high unemployment and job losses in the key sectors of the economy such 
as mining remains a pressing challenge. 

■ It is with the above factors at the forefront of our planning processes that National 
Treasury has called upon both the political leadership and administration collectively 
to ensure an adoption of the following financial strategies when adopting their 
Medium term expenditure frameworks 

■ Containing costs in every possible way, whilst putting place measures to generate a 
more substantial surplus in order to supplement the National and Provincial Funding 
Sources 

■ Adopt a conservative approach in revenue projections to guard against 
overestimation of revenue sources. 

■ Ensure that all conditional grants allocated are injected in the delivery on National 
priorities 

■ Ensure that the pricing strategies phases in the necessary tariff increases in a 
manner that spreads the impact on consumers over a period of time as opposed to 
immediately 

■ Ensure that tariffs of charges are as cost reflective as possible as failure to do so 
threatens the financial viability of the various services. 

■ Elimination of non-core expenditure and implementation of cost cutting measures 

Taking all of the aforementioned factors into consideration it remains an undeniable reality 
that municipal revenues and cash flows are expected to remain under severe pressure in 
2016/17 and possibly beyond should the macro-economic climate remain unfavourable, this 
has therefore meant we have had to adopt a conservative approach when projecting our 
expected revenues and cash receipts for the MTREF. 

Another area of priority is that of infrastructure renewal, it continues to remain a critical 
component requiring our undivided attention when allocating resources, this is if ware to 
adequately secure the effective provision of basis services to our communities .The Budget 
appropriations for asset renewal as part of the capital programme and operational repairs 
and maintenance of existing asset infrastructure remains a huge challenge to date, when 
considering the availability of the economic resources to address this expenditure priority. 
We are mindful of the fact that repairs and maintenance of municipal assets are required to 
ensure the continued provision of services and this has been taken into account during the 
drafting process of the budget. However it has to be stated upfront that we are still miles 
away from the 8% benchmark of the net book value of the assets as advocated by National 
Treasury but are gradually making headway to ensuring that the repairs and maintenance 
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budget is given the priority it deserves. To that end, funding was made available during the 
2015/2016 budget review to appoint a service provider who will compile a comprehensive 
maintenance plan preceded by an infrastructure assessment exercise to ascertain the 
condition of the assets. This will form an important starting context 

Our consumers will again this year be negatively affected by the excessive electricity 
increase approved by Nersa a decision expected to have which will have a huge negative 
impact on the electricity tariffs of the Municipality. 

On the issue of supplementing our revenue we intend on an increased mobilization of our 
efforts around matters relating to the revenue enhancement strategy which aims to secure 
financial sustainability, this will be characterized by an aggressive revenue management 
framework to increase cash inflow, not only from current billings but also from debtors that 
are in arrears in excess of 90 days. The intention of the strategy is to ensure that we 
streamline the revenue value chain by ensuring accurate billing, customer service, credit 
control and debt collection, this particular activity has to be undertaken with utmost priority in 
order to address the billing discrepancies that were a result of the implementation of the 
newly implemented financial system 

Lastly I want to conclude by thanking the community of the Umvoti municipality and all the 
role-players of the budget steering committee for their support and participation in the 
process to ensure accountability and good governance to all the people of Umvoti. As I do 
so I further wish to share to further remind us all that “together we stand but equally divided 
we fall” I thank you. 
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2. SECTION 2: BUDGET RELATED RESOLUTIONS 

a) That as discussed at the Budget Steering Committee Meeting held on the 17 th and 18 th 
MARCH 2016 respectively it is recommended that the Executive Committee 
resolves to recommend to Council to approve the Medium Term Expenditure for 
the 2016/2017 to 2018/2019 financial year and the process followed in drafting the 
same as set out in the following tables: 

i. TABLE Al: Budget Summary 

ii. TABLE A2: Budgeted Financial Performance (Revenue and Expenditure by 
standard classification) 

iii. TABLE A3: Budgeted Financial Performance (Revenue and Expenditure by 
Municipal Vote) 

iv. TABLE A4: Budgeted Financial Performance (Revenue & Expenditure by 
source ) 

v. TABLE A5: Budgeted Capital Expenditure Budget by vote, standard 
classification and funding source 

vi. TABLE A5: Multi and single year capital appropriations by municipal vote and 
standard classification and associated funding source as contained in Table A5 

vii. TABLE A6: The financial position 

viii. TABLE A7: Cash flow budget. 

ix. TABLE B8:Cash Backed reserves/Accumulated Surplus reconciliation 

x. TABLE B9: Asset Management 

xi. TABLE B10: Basic Service Delivery Measurement 

b) Acting in terms of Section 24 of the Municipal Finance Management Act Council takes 
notes and approves the municipal Taxes and Tariffs of Charges to be imposed as 
taken into account in drafting the Annual Budget for the 2016/2017 financial year 

and the multi-year and single-year capital appropriations accompanied by all the budget 
related policies and condones the process in drafting the same. 

c) Council notes and approves the following draft budget related policies for the 2016/2017 
financial year which is to be annexed as follows and condones the process followed in 
the drafting the same. 

• ANNEXURE Dl:Municipal Property Rates Policy ( remains unchanged) 

• ANNEXURE D2:Municipal Property Rates By-Law ( remains unchanged) 

• ANNEXURE D3:Supply Chain Management Policy (reviewed) 

• ANNEXURE D4:Telephone, Cellphone and 3G (reviewed) 

• ANNEXURE D5:S&T (Reviewed) 

• ANNEXURE D6:Cash Management and Investment Policy (New) 

• ANNEXURE D7:Credit Control and Debt Collection (Reviewed) 

• ANNEXURE D8:Tariff Policy (New) 

• ANNEXURE D9:Asset Management Policy (Reviewed) 

• ANNEXURE D10:Asset Management Procedure (New) 

• ANNEXURE Dll:Budget Virement Policy (Remains unchanged) 

• ANNEXURE D12:Prepayment Policy (New) 

• ANNEXURE D13:Financial Delegation (New) 
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• ANNEXURE D14:Loss Control Policy (New) 

• ANNEXURE D15:Petty Cash Policy (Revised) 

• ANNEXURE D16:lndigent Support Policy(Remains Unchanged) 

d) Council notes and approves the Tabled Draft Integrated Development Plan for the 
2016/2017 financial year and condones the process followed in the drafting the same. 

e) That overriding of expenditure that will constitute unauthorized expenditure not be 
permitted by the MM or CFO. If there are insufficient funds available, the Virement 
process be followed in terms of the approved Council’s Virement Policy. 

f) That Council approves that the accounting officer ensure that the final budget tables as 
attached as annexures be submitted to the National Treasury and the Provincial Treasury 
in both a signed document format and in electronic format, including posting the same on 
the website. 
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3. SECTION 3: EXECUTIVE SUMMARY 


3.1 INTRODUCTION 

The budget for the financial year 2016/2017 is the last budget of the current political 
administration. The priorities reflected within this budget are aligned fully with the 
strategy and priorities of the Municipality. Whilst changes in policy and direction cannot 
simply happen overnight there have been significant shifts in Council thinking whilst 
maintaining at all times synergy with the Constitutional requirement requirements of 
Local Government in respect of basic services and within the general dictates of the 
National treasury guidelines. 

The budget continues to fight the malaise and constrained economic conditions that 
Council continues to find itself in. indeed it is unlikely that the economic conditions and 
position will change much in the next three to four budget cycles at least in as far as the 
municipality’s ability to generate its own revenue sources as it is currently heavily reliant 
on National Transfers. The budget therefore follows a conservative approach to rates 
and tariffs but also slowly begins to plan in anticipation of improved economic conditions 
from 2017/2018. 

The final draft budget for the Umvoti municipality amounts to R258, 650,000 for the 
operational expenditure in the 2016/2017 financial year and capital expenditure of R36, 
257,000. Funding for the capital current budget continues to be a challenge in terms of 
availability of funding in consideration of the limited financial resources versus the 
backlog in basic infrastructure. 

3.2 CONSOLIDATED OVERVIEW OF THE 2016/2017 MTREF 


R THOUSAND 

BUDGET 

BUDGET 

BUDGET 

BUDGET 


ADJUSTMENT 

YEAR 

YEAR+1 

YEAR+ 


2015/2016 

2016/2017 

2017/2018 

2018/2019 

Total operating 

Revenue 

R309,570,000 

R264,247,000 

R282,716,000 

R290,154,000 

Total operating 

Expenditure 

R337,806,00 

R258,650,000 

R276,504,000 

R283,393,000 

Surplus/deficit for 
the year 

(28,235,000) 

(R5, 597, 000) 

(R6, 212, 000) 

(R6, 761, 000) 

Total Capital 

Expenditure 

R84,545,000 

R36,257,000 

R15,758,000 

R13,320,000 


There has been a serious concern with regard to the lack of long term planning necessary 
for Umvoti over the next 10 years. Previous plans were essentially short term or even 
unrealistic and lack depth necessary to move Umvoti to the desire state for the future. A 
decision to review the planning process through the review of the current IDP was 
successfully undertaken and is perceived to be a very critical long-term planning tool for 
the Umvoti municipality going forward. To ensure the accuracy and relevance of the 
financial planning phase, a detailed assessment and evaluation is proposed to examine 
the current financial standing of the Umvoti municipality to ensure that this MTREF is 
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economically and therefore financially sustainable from a practical perspective rather than 
the often still theoretical approach prevalent in the Local Government Sphere. 

Often it is not the figures which are important but the analysis and background 
understanding that which informs the figures and the trends shown within the local context 
that actually matter. This is what should inform local policy setting and implementation as 
opposed to the one size fits all approach. 

Despite the current constrained economic conditions that the Umvoti municipality operates 
under the demands of the all residents also continue to grow. What is coming through 
profoundly in recent years is that more and more demands for services is coming through 
to address the current service delivery backlogs facing the municipality rated by the classic 
legacy of apartheid. This is exactly the constitutional mandate of the local government 
which required that vigorous approaches need to be taken in distributing the current 
constrained economic resources to address the existing backlogs and creating better 
conditions going forward. 

uMvoti Municipality from a financial perspective other that the electricity revenue sources 
which is not generate much profit and property rates the municipality remains dependant 
on grants and shall remain so for the foreseeable future as such until alternative revenue 
sources are created to enhance the current constrained own revenue sources. 
Approximately 90% of Council revenue comes from National Transfers there is little scope 
for cross subsidisation given the limited business sector and therefore increases in tariffs 
impacts directly upon domestic consumers and hence almost immediately burdens the 
municipality’s cash flow. Increased taxation will invariably mean increased non-payment 
hence the tariffs have only been increased by the proposed NT 6,4% 

A substantial portion of Umvoti Municipality is a rural which means that even the rating of 
properties is constrained within the rural residential properties which generates very little in 
the form of Property taxes, there is therefore an obvious mis-match between revenues and 
service demands. The Umvoti Municipality implemented the new valuation roll during the 
2014/2015 financial year . 
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4. REVENUE BUDGET 2016/2017 
TABLE Al: Budget Summary 


KZN245 Umvoti - Table Al Budget Summary 


Description 

2012/13 

2013/14 

2014/15 

Current Year 2015/16 

2016/17 Medium Term Revenue & 

Expenditure Framework 

R thousands 

Audited 

Audited 

Audited 

Original 

Adjusted 

Full Year 

Pre-audit 

Budget Year 

Budget Year 

Budget Year 

Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

outcome 

2016/17 

+1 2017/18 

+2 2018/19 

Financial Performance 











Property rates 

19,750 

22,882 

31,364 

31,691 

31,699 

31,699 

31,699 

35,506 

38,250 

40,469 

Service charges 

54,868 

59,954 

63,490 

70,636 

68,997 

68,997 

68,997 

80,068 

84,723 

89,669 

Investment revenue 

3,886 

3,641 

5,063 

3,100 

1,500 

1,500 

1,500 

1,590 

1,682 

1,780 

Transfers recognised - operational 

52,018 

62,549 

73,677 

91,052 

179,306 

179,306 

179,306 

137,242 

147,649 

147,221 

Other own revenue 

15,668 

8,032 

6,596 

8,309 

28,068 

28,068 

28,068 

9,841 

10,412 

11,016 

Total Revenue (excluding capital transfers 
and contributions) 

146,188 

157,058 

180,190 

204,788 

309,570 

309,570 

309,570 

264,247 

282,716 

290,154 

Employee costs 

47,289 

46,069 

55,606 

83,011 

73,123 

73,123 

73,123 

99,150 

97,842 

113,494 

Remuneration of councillors 

6,488 

6,868 

7,771 

8,484 

9,257 

9,257 

9,257 

9,389 

10,028 

10,709 

Depreciation & asset impairment 

17,560 

19,425 

20,124 

24,854 

21,338 

21,338 

21,338 

10,412 

9,336 

9,877 

Finance charges 

16 

- 

- 

1,364 

1,364 

1,364 

1,364 

- 

- 

- 

Materials and bulk purchases 

31,537 

32,856 

45,907 

47,081 

47,181 

47,181 

47,181 

50,585 

54,632 

59,003 

Transfers and grants 

1,268 

2,322 

49,833 

2,400 

88,955 

88,955 

88,955 

- 

- 

- 

Other ex penditure 

55,991 

47,629 

58,879 

42,979 

96,587 

96,587 

96,587 

89,113 

104,666 

90,310 

Total Expenditure 

160,150 

155,168 

238,120 

210,173 

337,806 

337,806 

337,806 

258,650 

276,504 

283,393 

Surplus/(Deficit) 

(13,962) 

1,889 

(57,929) 

(5)384) 

(28,235) 

(28,235) 

(28,235) 

5,597 

6,212 

6,761 

Transfers recognised - capital 

25,702 

22,113 

48,270 

69,570 

29,570 

29,570 

29,570 

26,311 

30,444 

32,020 

Contributions recognised - capital & contributed a 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Surplus/(Deficit) after capital transfers & 

contributions 

11,740 

24,002 

(9,659) 

64,186 

1,335 

1,335 

1,335 

31,908 

36,656 

38,781 

Share of surplus/ (deficit) of associate 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

SurplusZ(Deficit) for the year 

11,740 

24,002 

(9,659) 

64,186 

1,335 

1,335 

1,335 

31,908 

36,656 

38,781 

Capital expenditure & funds sources 

Capital expenditure 

39,275 

8,444 

71,779 

105,731 

84,545 

84,545 

84,545 

36,257 

15,785 

13,320 

Transfers recognised - capital 

26,443 

- 

48,648 

69,570 

69,570 

69,570 

69,570 

26,311 

- 

- 

Public contributions & donations 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Borrowing 

- 

- 

- 

30,000 

- 

- 

- 

- 

- 

- 

Internally generated funds 

12,832 

8,444 

23,131 

6,161 

14,975 

14,975 

14,975 

9,946 

15,785 

13,320 

Total sources of capital funds 

39,275 

8,444 

71,779 

105,731 

84,545 

84,545 

84,545 

36,257 

15,785 

13,320 

Financial position 











Total current assets 

78,930 

85,893 

81,271 

56,619 

56,619 

56,619 

56,619 

60,876 

81,901 

107,463 

Total non current assets 

406,460 

413,798 

440,182 

519,543 

519,543 

519,543 

519,543 

529,436 

535,572 

539,015 

Total current liabilities 

31,132 

28,551 

58,393 

25,150 

25,150 

25,150 

25,150 

72,790 

87,241 

77,464 

Total non current liabilities 

14,382 

14,479 

16,003 

49,715 

49,715 

49,715 

49,715 

38,715 

14,715 

14,715 

Community wealth/Equity 

439,822 

456,662 

447,058 

383,134 

383,134 

383,134 

383,134 

478,807 

515,517 

554,299 

Cash flows 











Net cash from (used) operating 

23,214 

41,190 

27,102 

71,124 

71,124 

71,124 

71,124 

19,249 

12,061 

12,754 

Net cash from (used) investing 

(39,080) 

(29,982) 

(47,486) 

(84,585) 

(84,585) 

(84,585) 

(84,585) 

(36,257) 

(15,785) 

(13,320) 

Net cash from (used) financing 

69 

134 

- 

12,200 

12,200 

12,200 

12,200 

- 

- 

- 

Cash/cash equivalents at the year end 

48,518 

59,860 

39,476 

46,739 

46,739 

46,739 

46,739 

13,895 

10,172 

9,606 

Cash backing/surplus reconciliation 











Cash and investments available 

48,518 

59,860 

39,476 

30,903 

30,903 

30,903 

30,903 

13,895 

10,215 

9,649 

Application of cash and investments 

6,314 

3,946 

17,114 

155 

2,949 

2,949 

2,949 

34,879 

29,109 

(2,096) 

Balance - surplus (shortfall) 

42,204 

55,914 

22,362 

30,748 

27,954 

27,954 

27,954 

(20,984) 

(18,894) 

11,745 

Asset management 











Asset register summary (WDV) 

406,461 

413,798 

440,182 

34,384 

34,384 

34,384 

529,436 

529,436 

535,572 

539,014 

Depreciation & asset impairment 

17,560 

19,425 

20,124 

24,854 

21,338 

21,338 

10,412 

10,412 

9,336 

9,877 

Renewal of Existing Assets 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Repairs and Maintenance 

6,619 

6,231 

9,456 

12,877 

9,784 

9,784 

8,852 

8,852 

9,364 

9,909 

Free services 











Cost of Free Basic Services provided 

55 

55 

55 

55 

55 

55 

55 

55 

55 

55 

Revenue cost of free services provided 

Households below minimum service level 

8,228 

7,318 

8,351 

8,894 

8,894 

8,894 

8,894 

8,894 

7,971 

7,748 

Water: 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Sanitation/sewerage: 

- 

- 

3 

3 

3 

3 

3 

3 

3 

3 

Energy: 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Refuse: 

- 

- 

20 

20 

20 

20 

20 

20 

20 

20 
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As can be seen from the table above summaries of Revenue for uMvoti Municipality 
continues to be heavily reliant on National and Provincial transfers and generates very 
own revenue sources of Electricity which does not yield a substantial portion of surplus 
when compared to the electrification needs as well as the bulk purchases of the 
electriticy.The property rates constituting the second highest own contributor in revenue 
sources followed by the refuse removal revenue. With this current trend all municipal 
departments are reliant on the equitable share allocation for sustainability. 

Over the next financial year Council will be embarking upon a large database clean-up 
and data amalgamation to ensure one system that will house all municipal financial 
information, so that all systems are brought together and integrated with the GIS for 
seamless financial and technical reporting and management. This process is the first 
step towards Council’s Revenue Enhancement Programme to be combined with the 
Second General valuation in terms of the Municipal Property Rates Act. It is anticipated 
that this process will culminate with the financial information from the current data survey 
being undertaken in all financial data being Pastel Evolution and GIS. This will in turn 
benefit the Standard Charts of Accounts being undertaken at National level and will allow 
Council to justify future equitable share requests based on property indigent and 
population information data and statistics 


Page 12 of 33 

Annual Draft Medium Term Expenditure Framework Report 2016/2017 



5. TABLE A2: Budgeted Financial Performance (Revenue and Expenditure by standard 
classification) 


KZN245 Umvoti - Table A2 Budgeted Financial Performance (revenue and expenditure by standard classification) 


Standard Classification Description 

Ref 

2012/13 

2013/14 

2014/15 

Current Year 2015/16 

2016/17 Medium Term Revenue & 

Expenditure Framework 

R thousand 

1 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Budget Year 

2016/17 

Budget Year 

+1 2017/18 

Budget Year 

+2 2018/19 

Revenue - Standard 











Governance and administration 


103,699 

113,432 

137,891 

123,170 

141,903 

141,903 

140,939 

154,955 

165,621 

Executive and council 


216 

954 

977 

85,273 

85,271 

85,271 

94,786 

105,514 

113,165 

Budget and treasury office 


103,023 

109,051 

136,594 

37,748 

56,426 

56,426 

45,935 

49,211 

52,212 

Corporate services 


461 

3,427 

320 

149 

206 

206 

218 

231 

244 

Community and public safety 


5,079 

2,289 

1,968 

5,401 

5,192 

5,192 

5,323 

5,612 

5,932 

Community and social services 


692 

1,277 

1,293 

1,095 

1,391 

1,391 

1,421 

1,484 

1,564 

Sport and recreation 


43 

31 

19 

- 

- 

- 

- 

- 

- 

Public safety 


4,344 

955 

655 

4,306 

3,801 

3,801 

3,902 

4,128 

4,368 

Housing 


- 

26 

- 

- 

- 

- 

- 

- 

- 

Health 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Economic and environmental services 


751 

5,797 

6,260 

42,088 

9,650 

9,650 

33,077 

35,093 

36,939 

Planning and development 


751 

1,216 

1,277 

12,969 

7,696 

7,696 

4,394 

4,649 

4,919 

Road transport 


- 

4,580 

4,983 

26,756 

1,954 

1,954 

28,683 

30,444 

32,020 

Environmental protection 


- 

- 

- 

2,363 

- 

- 

- 

- 

- 

Trading services 


60,233 

62,726 

79,965 

103,286 

152,879 

152,879 

111,274 

117,554 

113,683 

Electricity 


54,691 

56,741 

73,257 

96,638 

146,231 

146,231 

103,689 

109,521 

105,210 

Water 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Waste water management 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Waste management 


5,543 

5,985 

6,709 

6,648 

6,648 

6,648 

7,585 

8,033 

8,473 

Other 

4 

2,183 

2,300 

2,431 

- 

- 

- 

- 

- 

- 

Total Revenue - Standard 

2 

171,945 

186,543 

228,515 

273,945 

309,624 

309,624 

290,613 

313,214 

322,174 

Expenditure - Standard 











Governance and administration 


66,869 

56,821 

124,792 

62,129 

66,654 

66,654 

67,374 

71,157 

75,822 

Executive and council 


31,179 

19,481 

24,082 

27,371 

25,364 

25,364 

27,660 

29,617 

31,566 

Budget and treasury office 


15,823 

18,057 

12,366 

12,976 

18,567 

18,567 

23,774 

25,117 

26,787 

Corporate services 


19,867 

19,284 

88,344 

21,782 

22,723 

22,723 

15,940 

16,423 

17,469 

Community and public safety 


34,719 

23,298 

11,069 

47,174 

36,045 

36,045 

46,782 

47,885 

51,078 

Community and social services 


3,337 

2,834 

10,888 

47,174 

36,045 

36,045 

16,729 

17,832 

19,008 

Sport and recreation 


5,073 

6,441 

- 

- 

- 

- 

- 

- 

- 

Public safety 


25,765 

13,791 

181 

- 

- 

- 

30,053 

30,053 

32,070 

Housing 


212 

230 

- 

- 

- 

- 

- 

- 

- 

Health 


334 

1 

- 

- 

- 

- 

- 

- 

- 

Economic and environmental services 


2,045 

24,130 

42,254 

100,402 

198,147 

198,147 

32,099 

37,140 

38,429 

Planning and development 


2,045 

4,383 

40,339 

6,619 

12,768 

12,768 

8,601 

9,148 

9,729 

Road transport 


- 

19,747 

1,915 

93,783 

185,379 

185,379 

23,498 

27,992 

28,700 

Environmental protection 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Trading services 


56,516 

58,237 

60,004 

- 

35,130 

35,130 

112,395 

120,322 

118,064 

Electricity 


47,547 

47,122 

55,578 

- 

23,477 

23,477 

92,198 

98,794 

95,117 

Water 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Waste water management 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Waste management 


8,970 

11,115 

4,426 

- 

11,653 

11,653 

20,197 

21,528 

22,947 

Other 

4 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Total Expenditure - Standard 

3 

160,150 

162,486 

238,119 

209,705 

335,976 

335,976 

258,650 

276,504 

283,393 

Surplus/(Deficit) for the year 


11,795 

24,057 

(9,605) 

64,240 

(26,352) 

(26,352) 

31,963 

36,710 

38,781 


The operational budget for the 2016/2017 financial year is R264, 247,000 and operating 
revenue of R258, 650,000 made of expenditure categories which include Employee 
Related costs, general expenditure, other expenditure and repairs and maintenance 
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6. TABLE A3: Budgeted Financial Performance (Revenue and Expenditure by Municipal Vote) 


KZN245 Umvoti - Table A3 Budgeted Financial Performance (revenue and expenditure by municipal vote) 


Vote Description 

Ref 

2012/13 

2013/14 

2014/15 

Current Year 2015/16 

2016/17 Medium Term Revenue & 

Expenditure Framework 

R thousand 


Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Budget Year 

2016/17 

Budget Year 

+1 2017/18 

Budget Year 

+2 2018/19 

Revenue by Vote 

Vote 1 - Executive and Council 

i 

216 

49,359 

62,573 

85,273 

85,271 

85,271 

94,786 

105,514 

113,165 

Vote 2 - Budget and T reasury 


103,023 

6,934 

35,535 

37,748 

56,426 

56,426 

45,935 

49,211 

52,212 

Vote 3 - Corporate Services 


504 

70,011 

97,397 

149 

206 

206 

218 

231 

244 

Vote 4 - Planning and Economic Services 


2,934 

10,466 

11,904 

12,969 

7,696 

7,696 

4,394 

4,649 

4,919 

Vote 5 - Community Services 


10,578 

130 

140 

12,049 

11,840 

11,840 

12,907 

13,645 

14,405 

Vote 6 - Technical 


54,691 

2,291 

20,967 

125,757 

148,185 

148,185 

132,372 

139,965 

137,230 

Vote 7 - [NAME OF VOTE 7] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 8 - [NAME OF VOTE 8] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 9 - [NAME OF VOTE 9] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 10 - [NAME OF VOTE 10] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 11 - [NAME OF VOTE 11] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 12 - [NAME OF VOTE 12] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 13 - [NAME OF VOTE 13] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 14 - [NAME OF VOTE 14] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 15 - [NAME OF VOTE 15] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Total Revenue by Vote 

2 

171,945 

139,191 

228,515 

273,945 

309,624 

309,624 

290,613 

313,214 

322,174 

Expenditure by Vote to be appropriated 

Vote 1 - Executive and Council 

1 

31,179 

14,800 

24,082 

27,371 

25,364 

25,364 

27,660 

29,617 

31,566 

Vote 2 - Budget and T reasury 


15,823 

9,554 

12,366 

12,976 

18,567 

18,567 

23,774 

25,117 

26,787 

Vote 3 - Corporate Services 


25,274 

45,677 

88,344 

21,782 

22,723 

22,723 

15,940 

16,423 

17,469 

Vote 4 - Planning and Economic Services 


2,257 

16,773 

40,339 

6,619 

12,768 

12,768 

8,601 

9,148 

9,729 

Vote 5 - Community Services 


22,846 

24,514 

15,495 

47,174 

51,764 

51,764 

66,979 

69,413 

74,025 

Vote 6 - Technical 


62,772 

3,816 

57,493 

93,783 

204,790 

204,790 

115,696 

126,786 

123,817 

Vote 7 - [NAME OF VOTE 7] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 8 - [NAME OF VOTE 8] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 9 - [NAME OF VOTE 9] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 10 - [NAME OF VOTE 10] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 11 - [NAME OF VOTE 11] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 12 - [NAME OF VOTE 12] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 13 - [NAME OF VOTE 13] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 14 - [NAME OF VOTE 14] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 15 - [NAME OF VOTE 15] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Total Expenditure by Vote 

2 

160,150 

115,134 

238,119 

209,705 

335,976 

335,976 

258,650 

276,504 

283,393 

Surplus/(Deficit) for the year 

2 

11,795 

24,057 

(9,604) 

64,240 

(26,352) 

(26,352) 

31,963 

36,710 

38,781 
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7. TABLE A4: Budgeted Financial Performance (Revenue & Expenditure by source ) 


KZN245 Umvoti - Table A4 Budgeted Financial Performance (revenue and expenditure) 


Description 

Ref 

2012/13 

2013/14 

2014/15 

Current Year 2015/16 

2016/17 Medium Term Revenue & 

Expenditure Framework 

R thousand 

1 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Pre-audit 

outcome 

Budget Year 

2016/17 

Budget Year 

+1 2017/18 

Budget Year 

+2 2018/19 

Revenue By Source 












Properly rates 

2 

18,623 

21,525 

29,459 

30,321 

30,321 

30,321 

30,321 

34,046 

36,705 

38,834 

Property rates - penalties & collection charges 


1,127 

1,358 

1,905 

1,370 

1,378 

1,378 

1,378 

1,461 

1,545 

1,635 

Service charges - electricity revenue 

2 

48,625 

53,327 

56,223 

62,533 

62,349 

62,349 

62,349 

72,003 

76,182 

80,658 

Service charges - water revenue 

2 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Service charges - sanitation revenue 

2 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Service charges - refuse revenue 

2 

5,534 

5,977 

6,702 

6,648 

6,648 

6,648 

6,648 

8,065 

8,541 

9,010 

Service charges - other 


708 

650 

564 

1,455 

- 

- 

- 

- 

- 

- 

Rental of facilities and equipment 


2,881 

3,097 

3,226 

3,526 

2,738 

2,738 

2,738 

4,458 

4,717 

4,990 

Interest earned - external investments 


3,886 

3,641 

5,063 

3,100 

1,500 

1,500 

1,500 

1,590 

1,682 

1,780 

Interest earned - outstanding debtors 

Dividends received 


170 

233 


191 







Fines 


846 

596 

241 

425 

230 

230 

230 

244 

258 

273 

Licences and permits 


1,990 

1,767 

1,672 

2,170 

2,152 

2,152 

2,152 

2,281 

2,413 

2,553 

Agency services 


1,054 

1,106 

1,181 

1,150 

1,150 

1,150 

1,150 

1,219 

1,290 

1,365 

Transfers recognised - operational 


52,018 

62,549 

73,677 

91,052 

179,306 

179,306 

179,306 

137,242 

147,649 

147,221 

Other revenue 

2 

8,517 

1,203 

275 

847 

21,798 

21,798 

21,798 

1,639 

1,734 

1,835 

Gains on disposal of PPE 


210 

31 









Total Revenue (excluding capital transfers 
and contributions) 


146,188 

157,058 

180,190 

204,788 

309,570 

309,570 

309,570 

264,247 

282,716 

290,154 

Expenditure By Type 












Employee related costs 

2 

47,289 

46,069 

55,606 

83,011 

73,123 

73,123 

73,123 

99,150 

97,842 

113,494 

Remuneration of councillors 


6,488 

6,868 

7,771 

8,484 

9,257 

9,257 

9,257 

9,389 

10,028 

10,709 

Debt impairment 

3 

3,532 

464 

3,873 

2,700 

2,700 

2,700 

2,700 



9,877 

Depreciation & asset impairment 

2 

17,560 

19,425 

20,124 

24,854 

21,338 

21,338 

21,338 

10,412 

9,336 

Finance charges 


16 



1,364 

1,364 

1,364 

1,364 




Bulk purchases 

2 

31,537 

32,856 

36,243 

46,838 

46,838 

46,838 

46,838 

50,585 

54,632 

59,003 

Other materials 

8 

13,239 

10,628 

9,664 

243 

343 

343 

343 



6,086 

Contracted services 


25,038 

16,616 

12,772 

12,772 

12,772 

6,042 

5,796 

T ransfers and grants 


1,268 

2,322 

49,833 

2,400 

88,955 

88,955 

88,955 

- 

- 

- 

Other expenditure 

4, 5 

39,221 

36,538 

28,989 

21,263 

81,115 

81,115 

81,115 

83,072 

98,871 

84,224 

Loss on disposal of PPE 




978 

2,400 

" 

" 

- 




Total Expenditure 


160,150 

155,168 

238,120 

210,173 

337,806 

337,806 

337,806 

258,650 

276,504 

283,393 

Surplus/(Deficit) 


(13,962) 

1,889 

(57,929) 

(5,384) 

(28,235) 

(28,235) 

(28,235) 

5,597 

6,212 

6,761 

T ransfers recognised - capital 


25,702 

22,113 

48,270 

69,570 

29,570 

29,570 

29,570 

26,311 

30,444 

32,020 

Contributions recognised - capital 

6 



“ 








Contributed assets 












Surplus/(Deficit) after capital transfers & 

contributions 


11,740 

24,002 

(9,659) 

64,186 

1,335 

1,335 

1,335 

31,908 

36,656 

38,781 

Taxation 












Surplus/(Deficit) after taxation 


11,740 


(9,659) 

64,186 


1,335 

1^35" 

31,908 

36,656 

38,781 



Attributable to minorities 












Surplus/(Deficit) attributable to municipality 


11,740 

24,002 

(9,659) 

64,186 

1,335 

1,335 

1,335 

31,908 

36,656 

38,781 

Share of surplus/ (deficit) of associate 

7 











Surplus/(Deficit) for the year 


11,740 

24,002 

(9,659) 

64,186 

1,335 

1,335 

1,335 

31,908 

36,656 

38,781 
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8. TABLE A5: Budgeted Capital Expenditure Budget by vote, standard classification and 
funding source 


KZN245 Umvoti - Table A5 Budgeted Capital Expenditure by vote, standard classification and funding 


Vote Description 

Ref 

2012/13 

2013/14 

2014/15 

Current Year 2015/16 

2016/17 Medium Term Revenue & 

Expenditure Framework 

R thousand 

1 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Pre-audit 

outcome 

Budget Year 

2016/17 

Budget Year 

+1 2017/18 

Budget Year 

+2 2018/19 

Capital expenditure - Vote 












Multi-year expenditure to be appropriated 

2 











Vote 1 - EXECUTIVE & COUNCIL 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 2 - BUDGET & TREASURY 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 3 - ENGINEERING SERVICES 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 4 - COMMUNITY SERVICES 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 5 - CORPORATE SERVICES 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 6 - PLANNING 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 7 - OTHER 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 8 - [NAME OF VOTE 8] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 9 - [NAME OF VOTE 9] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 10 - [NAME OF VOTE 10] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 11 - [NAME OF VOTE 11] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 12 - [NAME OF VOTE 12] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 13 - [NAME OF VOTE 13] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 14 - [NAME OF VOTE 14] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 15 - [NAME OF VOTE 15] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Capital multi-year expenditure sub-total 

7 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Single-year expenditure to be appropriated 

2 











Vote 1 - EXECUTIVE & COUNCIL 


8,813 

8,191 

1,070 

20,154 

300 

300 

300 

1,770 

- 

- 

Vote 2 - BUDGET & TREASURY 


- 

- 

- 

300 

300 

300 

300 

350 

- 

- 

Vote 3 - ENGINEERING SERVICES 


- 

- 

47 

640 

610 

610 

610 

780 

- 

- 

Vote 4 - COMMUNITY SERVICES 


- 

- 

10,000 

10,122 

5,122 

5,122 

5,122 

400 

- 

- 

Vote 5 - CORPORATE SERVICES 


4,019 

253 

12,014 

10,778 

11,537 

11,537 

11,537 

2,229 

635 

670 

Vote 6 - PLANNING 


26,443 

- 

48,648 

63,741 

66,676 

66,676 

66,676 

30,728 

15,150 

12,650 

Vote 7 - OTHER 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 8 - [NAME OF VOTE 8] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 9 - [NAME OF VOTE 9] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 10 - [NAME OF VOTE 10] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 11 - [NAME OF VOTE 11] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 12 - [NAME OF VOTE 12] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 13 - [NAME OF VOTE 13] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 14 - [NAME OF VOTE 14] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 15 - [NAME OF VOTE 15] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Capital single-year expenditure sub-total 


39,275 


71,778 

105,735 

84,545 

84,545 

84,545 

36,257 

15,785 

13,320 

Total Capital Expenditure - Vote 


39,275 

8,444 

71,779 

105,735 

84,545 

84,545 

84,545 

36,257 

15,785 

13,320 

Capital Expenditure - Standard 












Governance and administration 


12,832 

8,444 

13,084 

21,090 

1,210 

1,210 

1,210 

2,900 

- 

- 

Executive and council 


8,813 

8,191 

1,070 

20,150 

300 

300 

300 

1,770 

- 

- 

Budget and treasury office 





300 

300 

300 

300 

350 

- 

- 

Corporate services 


4,019 

253 

12,014 

640 

610 

610 

610 

780 



Community and public safety 


- 


10,000 

10,778 

4,157 

4,157 

4,157 

1,629 

“ 


Community and social services 

Sport and recreation 




10,000 

10,778 

4,057 

4,057 

4,057 

1,279 



Public safety 

Housing 

Health 






100 

100 

43,846 

100 

43,846 

350 

24,803 



Economic and environmental services 


26,443 

“ 

48,695 

47,253 

43,846 

“ 

" 

Planning and development 


26,443 


48,648 

10,122 

5,122 

5,122 

5,122 

400 

- 

- 

Road transport 

Environmental protection 




47 

37,131 

38,724 

38,724 

38,724 

24,403 

15,785 

13,320 

Trading services 


_ 

” 

- 

26,610 

35,332 

35,332 

35,332 

6,925 

Electricity 

Water 





26,610 

27,952 

27,952 

27,952 

6,325 

15,150 

12,650 

Waste water management 

Waste management 






7,380 

7,380 

7,380 

600 

635 

670 

Other 












Total Capital Expenditure - Standard 

3 

39,275 

8,444 

71,779 

105,731 

84,545 

84,545 

84,545 

36,257 

15,785 

13,320 

Funded by: 












National Government 


26,443 


48,648 

51,570 

51,570 

51,570 

51,570 

26,311 



Provincial Government 

District Municipality 

Other transfers and grants 





18,000 

18,000 

18,000 

18,000 




Transfers recognised - capital 

4 

26,443 


48,648 

68,570 

68,570 

68,570 

68,570 

26,311 

- 

" 

Public contributions & donations 

5 











Borrowing 

6 




30,000 







Internally generated funds 


12,832 

8,444 

23,131 

6,161 

14,975 

14,975 

14,975 

9,946 

15,785 

13,320 

Total Capital Funding 

7 

39,275 

8,444 

71,779 

105,731 

84,545 

84,545 

84,545 

36,257 

15,785 

13,320 


The capital expenditure emphasis for the 2016/2017 financial year remains community 
infrastructure such as Creches, community centres, multi-purpose centres and roads 
which is to be funded primarily from the MIG grant and electrification of rural households 
to be funded from the National electrification grant. Going forward this trend has to 
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change where capital infrastructure is to be balanced between community infrastructure 
and revenue generating infrastructure as well as investing in carefully managing the 
existing infrastructure assets through the adequate provision of the repairs and 
maintenance budget. 


TABLE A6: The financial position 


KZN245 Umvoti - Table A6 Budgeted Financial Position 


Description 

Ref 

2012/13 

2013/14 

2014/15 

Current Year 2015/16 

2016/17 Medium Term Revenue & 

Expenditure Framework 

R thousand 


Audited 

Audited 

Audited 

Original 

Adjusted 

Full Year 

Pre-audit 

Budget Year 

Budget Year 

Budget Year 


Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

outcome 

2016/17 

+1 2017/18 

+2 2018/19 

ASSETS 

Current assets 












Cash 

1 

1,027 

59,860 

39,476 

5,000 

5,000 

5,000 

5,000 

13,895 

10,215 


Call investment deposits 

47,491 

25,903 

25,903 

25,903 

25,903 

9,649 

Consumer debtors 

1 

18,619 

21,880 

27,764 

22,416 

22,416 

22,416 

22,416 

43,481 

68,086 

94,114 

Other debtors 


10,329 

1,854 

10,940 

1,500 

1,500 

1,500 

1,500 




Current portion of long-term receivables 


1 


- 








Inventory 

2 

1,462 

2,299 

3,091 

1,800 

1,800 

1,800 

1,800 

3,500 

3,600 

3,700 

Total current assets 


78,930 

85,893 

81,271 

56,619 

56,619 

56,619 

56,619 

60,876 

81,901 

197,463 

Non current assets 












Long-term receivables 

Investments 

Investment property 

Investment in Associate 


20,884 

39,643 

38,665 

30,884 

30,884 

30,884 

30,884 

38,665 

38,665 

38,665 

Property, plant and equipment 

3 

385,114 

373,694 

399,779 

485,159 

485,159 

485,159 

485,159 

489,032 

495,482 

498,925 

Agricultural 

Biological 

Intangible 


148 

147 

1,424 

3,500 

3,500 

3,500 

3,500 

1,424 

1,424 

1,424 

Other non-current assets 


314 

314 

314 





314 



Total non current assets 


406,460 

413,798 

440,182 

519,543 

519,543 

519,543 

519,543 

529,436 

535,572 

539,015 

TOTAL ASSETS 


485,389 

499,692 

521,454 

576,162 

576,162 

576,162 

576,162 

590,312 

617,473 

646,477 

LIABILITIES 

Current liabilities 












Bank overdraft 

1 











Borrowing 

4 

“ 

" 

- 

3,000 

3,000 

3,000 

3,000 

“ 


- 

Consumer deposits 


2,139 

2,274 

2,339 

2,000 

2,000 

2,000 

2,000 

2,429 

2,600 

2,800 

Trade and other payables 

4 

28,532 

26,278 

56,054 

20,150 

20,150 

20,150 

20,150 

70,361 

84,641 

74,664 

Provisions 


461 










Total current liabilities 


31,132 

28,551 

58,393 

25,150 

25,150 

25,150 

25,150 

72,790 

87,241 

77,464 

Non current liabilities 












Borrowing 


- 

- 

- 

35,000 

35,000 

35,000 

35,000 

24,000 

- 

- 

Provisions 


14,382 

14,479 

16,003 

14,715 

14,715 

14,715 

14,715 

14,715 

14,715 

14,715 

Total non current liabilities 


14,382 

14,479 

16,003 

49,715 

49,715 

49,715 

49,715 

38,715 

14,715 

14,715 

TOTAL LIABILITIES 


45,513 

43,030 

74,396 

74,865 

74,865 

74,865 

74,865 

111,505 

101,956 

92,179 

NET ASSETS 

5 

439,876 

456,662 

447,058 

501,297 

501,297 

501,297 

501,297 

478,807 

515,517 

554,299 

COMMUNITY WEALTH/EQUITY 












Accumulated Surplus/(Deficit) 


139,915 

445,924 

435,517 

370,874 

370,874 

370,874 

370,874 

466,807 

503,517 

542,299 

Reserves 

4 

299,906 

10,738 

11,541 

12,260 

12,260 

12,260 

12,260 

12,000 

12,000 

12,000 












TOTAL COMMUNITY WEALTH/EQUITY 

5 

439,822 

456,662 

447,058 

383,134 

383,134 

383,134 

383,134 

478,807 

515,517 

554,299 


The financial position is set out in Table A6 budgeted Financial Position, where it is 
Projected that Council at the end of the financial year will close with the accumulated 
surplus of some R466, 807,000 the reality of course is that the figure ultimately includes 
the value of PPE much of which are community assets and cannot be easily turned into 
cash. You cannot sell a road at the values placed on them. The only realistic figures to 
look at are those contained in Table A8 cash backed reserves/accumulated surplus 
reconciliation and specifically the surplus and shortfall figures. Prioritising going forward, 
this surplus is only moving sideways.it would be excellent if the surplus figure was much 
higher but the municipality is taking a position that our assets should be on the ground 
working for the community rather than in the bank providing no service delivery. 
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Circular 66 issued by National Treasury for the financial year 2013/2014 makes mention 
however of the fact that the municipality should look at having a cash reserve of three 
months. As per the 2014/2015 financial results The Umvoti Municipality currently has a 
cash reserve of 5 months and will strive to ensure compliance with the national treasury 
3 months guideline going forward. 

The collection of outstanding debtors is alarmingly high and requires that far more 
attention is needed to be paid to minimising debt at an early stage, that is, before it 
reaches 90 days which will require vigorous debt recovery mechanisms which will 
include processes such as the debt cleansing exercised being earmarked for the 
2016/2017 financial year as well as other iron fist in velvet glove approach to credit 
control mechanisms. Sadly however, we have had to take the harder approach of 
handing over more debtors to debt collectors for direction action. This is most especially 
in regard to assessment rates and charges 


10. TABLE A7: Cash flow budget. 


KZN245 Umvoti - Table A7 Budgeted Cash Flows 


Description 

R thousand 

Ref 

2012/13 

2013/14 

2014/15 

Current Year 2015/16 

2016/17 Medium Term Revenue & 

Expenditure Framework 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Pre-audit 

outcome 

Budget Year 

2016/17 

Budget Year 

+1 2017/18 

Budget Year 

+2 2018/19 

CASH FLOW FROM OPERATING ACTIVITIES 












Receipts 












Property rates, penalties & collection charges 





25,490 

25,490 

25,490 

25,490 

28,405 

30,600 

32,375 

Service charges 


69,132 

84,802 

102,068 

59,973 

59,973 

59,973 

59,973 

64,098 

67,778 

71,735 

Other revenue 





6,340 

6,340 

6,340 

6,340 

9,841 

10,412 

11,016 

Government - operating 

1 

52,018 

62,549 

73,677 

87,099 

87,099 

87,099 

87,099 

137,242 

147,649 

147,221 

Government - capital 

1 

25,702 

28,203 

56,531 

69,570 

69,570 

69,570 

69,570 

26,311 

30,444 

32,020 

Interest 


3,886 

3,641 

4,499 

3,291 

3,291 

3,291 

3,291 

1,590 

1,682 

1,780 

Dividends '' 









- 

- 

- 

Payments 












Suppliers and employees 


(127,523) 

(138,005) 

(209,674) 

(149,862) 

(149,862) 

(149,862) 

(149,862) 

(248,238) 

(270,708) 

(277,307) 

Finance charges 





(1,364) 

(1,364) 

(1,364) 

(1,364) 

- 

- 

- 

T ransfers and Grants 

1 




(29,413) 

(29,413) 

(29,413) 

(29,413) 

- 

(5,796) 

(6,086) 

Nbl CASH FFiOMI(USbD) OPERA IING ACIIVII 

bS 

23,214 

41,190 

27,102 

71,124 

71,124 

71,124 

71,124 

19,249 

12,061 

12,754 

CASH FLOWS FROM INVESTING ACTIVITIES 












Receipts 












Proceeds on disposal of PPE 


194 

395 






- 

- 

- 

Decrease (Increase) in non-current debtors 









- 

- 

- 

Decrease (increase) other non-current receivable 

s 








- 

- 

- 

Decrease (increase) in non-current investments 









" 

- 

- 

Payments 












Capital assets 


(39,274) 

(30,377) 

(47,486) 

(84,585) 

(84,585) 

(84,585) 

(84,585) 

(36,257) 

(15,785) 

(13,320) 

NET CASH FR0M/(USED) INVESTING ACTIVITIES 

(39,080) 

(29,982) 

(47,486) 

(84,585) 

(84,585) 

(84,585) 

(84,585) 

(36,257) 

(15,785) 

(13,320) 

CASH FLOWS FROM FINANCING ACTIVITIES 












Receipts 












Short term loans 









- 

- 

- 

Borrowing long term/refinancing 





15,000 

15,000 

15,000 

15,000 

- 

- 

- 

Increase (decrease) in consumer deposits 


151 

134 


200 

200 

200 

200 

- 

" 

- 

Payments 












Repay ment of borrow ing 


(82) 



(3,000) 

(3,000) 

(3,000) 

(3,000) 

- 


- 

NET CASH FR0M/(USED) FINANCING ACT1VIT1 

ES 

69 

134 

- 

12,200 

12,200 

12,200 

12,200 

- 

- 

- 

NET INCREASE/ (DECREASE) IN CASH HELD 


(15,797) 

11,342 

(20,384) 

(1,261) 

(1,261) 

(1,261) 

(1,261) 

(17,008) 

(3,724) 

(566) 

Cash/cash equivalents at the year begin: 

2 

64,315 

48,518 

59,860 

48,000 

48,000 

48,000 

48,000 

30,903 

13,895 

10,172 

Cash/cash equivalents at the year end: 

2 

48,518 

59,860 

39,476 

46,739 

46,739 

46,739 

46,739 

13,895 

10,172 

9,606 
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11. TABLE B8:Cash Backed reserves/Accumulated Surplus reconciliation 


KZN245 Umvoti - Table A8 Cash backed reserves/accumulated surplus reconciliation 


Description 

Ref 

2012/13 

2013/14 

2014/15 

Current Year 2015/16 

2016/17 Medium Term Revenue & 

Expenditure Framework 

R thousand 


Audited 

Audited 

Audited 

Original 

Adjusted 

Full Year 

Pre-audit 

Budget Year 

Budget Year 

Budget Year 


Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

outcome 

2016/17 

+1 2017/18 

+2 2018/19 

Cash and investments available 












Cash/cash equivalents at the year end 

1 

48,518 

59,860 

39,476 

46,739 

46,739 

46,739 

46,739 

13,895 

10,172 

9,606 

Other current investments >90 days 


(0) 

(0) 

- 

(15,836) 

(15,836) 

(15,836) 

(15,836) 

- 

43 

43 

Non current assets - Investments 

1 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Cash and investments available: 


48,518 

59,860 

39,476 

30,903 

30,903 

30,903 

30,903 

13,895 

10,215 

9,649 

Application of cash and investments 












Unspent conditional transfers 


6,562 

4,741 

13,304 

5,000 

5,000 

5,000 

5,000 

- 

- 

- 

Unspent borrowing 


- 

- 

- 

- 

- 

- 


- 

- 

- 

Statutory requirements 

2 





(2,051) 

(2,051) 

(2,051) 



(2,096) 

Other working capital requirements 

3 

(249) 

(795) 

3,810 

(4,845) 

34,879 

29,109 

Other provisions 









Long term investments committed 

4 

- 

- 

- 

- 

- 

- 


- 

" 

" 

Reserves to be backed by cash/investments 

5 











Total Application of cash and investments: 


6,314 

3,946 

17,114 

155 

2,949 

2,949 

2,949 

34,879 

29,109 

(2,096) 

Surplus(shortfall) 


42,204 

55,914 

22,362 

39,748 

27,954 

27,954 

27,954 

(20,984) 

(18,894) 

11,745 
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12 . 


KZN245 Umvoti - Table A9 Asset Management 


Description 

R thousand 

Ref 

2012/13 

Audited 

Outcome 

2013/14 

Audited 

Outcome 

2014/15 

Current Year 2015/16 

2016/17 Medium Term Revenue & 

Expenditure Framework 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Budget Year 

2016/17 

Budget Year 

+1 2017/18 

Budget Year 

+2 2018/19 

CAPITAL EXPENDITURE 











Total New Assets 

1 

33,628 

30,268 

47,486 

100,385 

84,546 

84,546 

36,257 

15,785 

13,320 

Infrastructure - Road transport 


25,646 

21,881 

14,548 

37,131 

52,183 

52,183 

24,283 

- 

- 

Infrastructure - Electricity 


793 

2,859 

10,342 

21,264 

11,706 

11,706 

5,910 

15,150 

12,650 

Infrastructure - Water 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Infrastructure - Sanitation 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Infrastructure - Other 


4 

2,121 

1,976 

- 

- 

- 

- 

- 

- 

Infrastructure 


26,443 

76W 

26,866 

58,395 

63,889 

63,889 

30,193 

15,150 

12,660 

Community 


4,019 

95 

12,503 

13,651 

3,547 

3,547 

~ 

- 

- 

Heritage assets 


- 

- 

- 

- 

- 

- 

~ 

- 


Investment properties 


- 

- 

- 

- 

- 

- 

~ 

- 


Other assets 

6 

3,166 

3,311 

6,586 

28,339 

17,110 

17,110 

5,864 

635 

670 

Agricultural Assets 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Biological assets 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Intangibles 


- 

- 

1,531 

- 

- 

- 

200 

- 

- 

Total Renewal of Existing Assets 

2 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Infrastructure - Road transport 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Infrastructure - Electricity 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Infrastructure - Water 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Infrastructure - Sanitation 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Infrastructure - Other 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Infrastructure 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Community 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Heritage assets 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Investment properties 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Other assets 

6 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Agricultural Assets 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Biological assets 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Intangibles 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Total Capital Expenditure 

4 










Infrastructure - Road transport 


25,646 

21,881 

14,548 

37,131 

52,183 

52,183 

24,283 



Infrastructure - Electricity 


793 

2,859 

10,342 

21,264 

11,706 

11,706 

5,910 

15,150 

12,650 

Infrastructure - Water 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Infrastructure - Sanitation 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Infrastructure - Other 


4 

2,121 

1,976 

- 

- 

- 

- 

- 

- 

Infrastructure 


26,443 

26,862 

26,866 

58,395 

63,889 

63,889 

30,193 

15,150 

12,650 

Community 


4,019 

95 

12,503 

13,651 

3,547 

3,547 

~ 

~ 

~ 

Heritage assets 


- 

- 

- 

- 

- 

- 

~ 

~ 

~ 

Investment properties 


- 

- 

- 

- 

- 

- 

~ 

~ 

~ 

Other assets 


3,166 

3,311 

6,586 

28,339 

17,110 

17,110 

5,864 

635 

670 

Agricultural Assets 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Biological assets 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Intangibles 


- 

- 

1,531 

- 

- 

- 

200 

- 

- 

TOTAL CAPITAL EXPENDITURE • Asset class 

2 

33,628 

30,268 

47,486 

100,385 

84,546 

84,546 

36,257 

15,785 

13,320 

ASSET REGISTER SUMMARY - PPE (WDV) 

5 










Infrastructure - Road transport 


149,677 

160,726 

165,040 




225,343 

220,590 

215,563 

Infrastructure - Electricity 


55,507 

56,351 

64,641 




79,019 

93,217 

104,859 

Infrastructure - Water 











Infrastructure - Sanitation 











Infrastructure - Other 


30,142 

31,289 

31,647 




29,348 

28,672 

27,956 

Infrastructure 


235,326 

248,367 

261,328 

- 

" 

- 

333,710 

342,479 

348,378 

Community 


32,214 

30,435 

41,304 




42,302 

41,552 

40,759 

Heritage assets 


314 

314 

314 




314 



Investment properties 


20,884 

39,643 

38,66b 

30,884 

30,884 

30,884 

38,66b 

38,66b 

38,66b 

Other assets 


117,574 

94,892 

97,147 




113,021 

111,451 

109,788 

Agricultural Assets 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Biological assets 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Intangibles 


148 

147 

1,424 

3,500 

3,500 

3,500 

1,424 

1,424 

1,424 

TOTAL ASSET REGISTER SUMMARY - PPE (WD\ 

5 

406,461 

413,798 

440,182 

34,384 

34,384 

34,384 

529,436 

535,572 

539,014 

EXPENDITURE OTHER ITEMS 











Depreciation & asset impairment 


17,560 

19,425 

20,124 

24,854 

21,338 

21,338 

10,412 

9,336 

9,877 

Repairs and Maintenance by Asset Class 

3 

6,619 

6,231 

9,456 

12,877 

9,784 

9,784 

8,852 

9,364 

9,909 

Infrastructure - Road transport 


523 

1,874 

3,684 

- 

3,500 

3,500 

2,500 

2,645 

2,798 

Infrastructure - Electricity 


1,945 

2,674 

3,251 

- 

3,666 

3,666 

2,250 

2,381 

2,519 

Infrastructure - Water 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Infrastructure - Sanitation 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Infrastructure - Other 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Infrastructure 


2167 

45W 

6335 

- 

7, TW 

7J W 

4,750 

5TJ2T 

SW 

Community 


~ 

~ 

- 

- 

170 

170 

190 

201 

213 

Heritage assets 


~ 

~ 

- 

- 

- 

- 

- 

- 

- 

Investment properties 


~ 

~ 

- 

- 

- 

- 

- 

- 

- 

Other assets 

6, 7 

4,151 

1,682 

2,520 

12,877 

2,448 

2,448 

3,912 

4,138 

4,379 

TOTAL EX PENDITORET3THERTIEMB 


24,179 

25,656 

29,580 

37,731 

31,122 

31,122 

19,26b 

18,700 

19,786 

Renewal of Existing Assets as % of total capex 


0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

Renewal of Existing Assets as % of deprecn" 


0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

R&M as a % of PPE 


1.7% 

Pale : 

!1W3 

5 2.7% 

2.0% 

2.0% 

1.8% 

1.9% 

2.0% 
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13. TABLE BIO: Basic Service Delivery Measurement 


KZN245 Umvoti ■ Table A10 Basic service delivery measurement 


Description 

Ref 

2012/13 

2013/14 

2014/15 

Current Year 2015/16 

2016/17 Medium Term Revenue & 

Expenditure Framework 


Outcome 

Outcome 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Budget Year 

2016/17 

Budget Year 

+1 2017/18 

Budget Year 

+2 2018/19 

Household service targets 

1 










Wafer: 











Piped water inside dwelling 


- 

- 

5,520 

5,520 

5,520 

5,520 

5,520 

5,520 

- 

Piped water inside yard (but not in dwelling) 


- 

- 

4,801 

4,801 

4,801 

4,801 

4,801 

4,801 

- 

Using public tap (at least min.service level) 

2 

- 

- 

3,776 

3,776 

3,776 

3,776 

3,776 

3,776 

- 

Other water supply (at least min.service level) 

4 

- 

- 

4,407 

4,407 

4,407 

4,407 

4,407 

4,407 

- 

Minimum Service Level and Above sub-total 


- 

- 

18,504 

18,504 

18,504 

18,504 

18,504 

18,504 

- 

Using public tap (< min.service level) 

3 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Other water supply (< min.service level) 

4 

- 

- 

- 

- 

- 

- 

- 

- 

- 

No water supply 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Below Minimum Service Level sub-total 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Total number of households 

5 

- 

- 

18,504 

18,504 

18,504 

18,504 

18,504 

18,504 

- 

Sanitation/sewerage: 











Flush toilet (connected to sewerage) 


- 

- 

6,371 

6,371 

6,371 

6,371 

6,371 

6,371 

6,371 

Flush toilet (with septic tank) 


- 

- 

1,242 

1,242 

1,242 

1,242 

1,242 

1,242 

1,242 

Chemical toilet 


- 

- 

3,344 

3,344 

3,344 

3,344 

3,344 

3,344 

3,344 

Pit toilet (ventilated) 


- 

- 

5,839 

5,839 

5,839 

5,839 

5,839 

5,839 

5,839 

Other toilet provisions (> min.service level) 


- 

- 

969 

969 

969 

969 

969 

969 

969 

Minimum Service Level and Above sub-total 


- 

- 

1/, /6b 

1/, /6b 

17,785 

1/, /6b 

1/, /bb 

1/, /6b 

l/,/6b 

Bucket toilet 


- 

- 

261 

261 

261 

261 

261 

261 

261 

Other toilet provisions (< min.service level) 


- 

- 

2,495 

2,495 

2,495 

2,495 

2,495 

2,495 

2,495 

No toilet provisions 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Below Minimum Service Level sub-total 


- 

- 

2,756 

2,756 

2,756 

2,756 

275T 

2,756 

2,756 

Total number of households 

5 

- 

- 

20,521 

20,521 

20,521 

20,521 

20,521 

20,521 

20,521 

Energy: 











Electricity (at least min.service level) 


- 

- 

15,907 

15,907 

15,907 

15,907 

15,907 

15,907 

15,907 

Electricity - prepaid (min.service level) 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Minimum Service Level and Above sub-total 


- 

- 

15,907 

15,907 

15,907 

15,907 

15,907 

15,907 

15,907 

Electricity (< min.service level) 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Electricity - prepaid (< min. service level) 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Other energy sources 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Below Minimum Service Level sub-total 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Total number of households 

5 

- 

- 

15,907 

15,907 

15,907 

15,907 

15,907 

15,907 

15,907 

Refuse: 











Removed at least once a week 


- 

- 

6,794 

6,794 

6,794 

6,794 

6,794 

6,794 

6,794 

Minimum Service Level and Above sub-total 


- 

- 

6,794 

6,794 

6,794 

6,794 

6,794 

6,794 

6,794 

Removed less frequently than once a week 


- 

- 

718 

718 

718 

718 

718 

718 

718 

Using communal refuse dump 


- 

- 

369 

369 

369 

369 

369 

369 

369 

Using own refuse dump 


- 

- 

14,372 

14,372 

14,372 

14,372 

14,372 

14,372 

14,372 

Other rubbish disposal 


- 

- 

444 

444 

444 

444 

444 

444 

444 

No rubbish disposal 


- 

- 

4,585 

4,585 

4,585 

4,585 

4,585 

4,585 

4,585 

Below Minimum Service Level sub-total 


" 

- 

20,488 

20,488 

20,488 

20,488 

20,488 

20,488 

20,488 

Total number of households 

5 

- 


27,282 

27,282 

27,282 

27,282 

27,282 

27,282 

27,282 

Households receiving Free Basic Service 

7 










Water (6 kilolitres per household per month) 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Sanitation (free minimum level service) 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Electricity /other energy (50kwh per household per month) 


1,092,000 

1,092,000 

1,092,000 

1,092 

1,092 

1,092 

1,092 

1,092 

1,092 

Refuse (removed at least once a week) 


- 

1,000 

1,000 

1,000 

1,000 

1,000 

1,000 

1,000 

1,000 

Cost of Free Basic Services provided - Formal Settlements (R’OOO) 

8 










Water (6 kilolitres per indigent household per month) 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Sanitation (free sanitation service to indigent households) 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Electricity/other energy (50kwh per indigent household per month) 


55 

55 

55 

55 

55 

55 

55 

55 

55 

Refuse (removed once a week for indigent households) 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Cost of Free Basic Services provided - Informal Formal Settlements (R'OOO) 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Total cost of FBS provided 


55 

55 

55 

55 

55 

55 

55 

55 

55 

Highest level of free service provided per household 











Property rates (R value threshold) 

Water (kilolitres per household per month) 

Sanitation (kilolitres per household per month) 

Sanitation (Rand per household per month) 

Electricity (kwh per household per month) 





526,000 






Refuse (average litres per week) 





568,000 






Revenue cost of subsidised services provided (R'OOO) 

9 










Property rates (tariff adjustment) ( impermissable values per section 17 of MPRA) 











Property rates exemptions, reductions and rebates and impermissable values in 
excess of section 17 of MPRA) 


8,228 

7,318 

8,351 

8,894 

8,894 

8,894 

8,894 

7,971 

7,748 

Water (in excess of 6 kilolitres per indigent household per month) 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Sanitation (in excess of free sanitation service to indigent households) 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Electricity/other energy (in excess of 50 kwh per indigent household per month) 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Refuse (in excess of one removal a week for indigent households) 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Municipal Housing - rental rebates 

Housing - top structure subsidies 

Other 

6 










Total revenue cost of subsidised services provided 


8,228 

7,318 

8,351 

8,894 

8,894 

8,894 

8,894 

7,971 

7,748 
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14. AUDITOR GENERAL 


The Municipality has received a qualified audit report in 2 consecutive years and has 
been unable to obtain a unqualified audit let alone “clean audit”. Although having an 
unqualified audit rather than clean audit has absolutely no effect on financial stability or 
performance of the Council the Umvoti Municipality has embraced the concept of clean 
governance and will endeavour to attain a clean audit at the end of the 2017/2018 
financial year. A lot is dependent upon the appointment of more, much needed, 
competent and qualified staff within the Budget and Treasury Office and ultimately the 
decentralisation to and acceptance of financial responsibility by the various Council 
Departments in their own right. 

As was pointed during the Budget Committee Steering Committee meetings compliance 
and clean audits require competent and quality staffs at middle management who are IT 
and financially multi skilled. It does not need clerks, the BTO office comprise mainly of 
interns performing main line functions and going forward the BTO organisation structure 
needs to be revised for adequate staffing 

The biggest cost driver in the municipality remains the employee related costs. National 
treasury has proposed that Council’s budget for an increase of 6.85% in employee 
related costs. The budget outcome is actually that and includes the freezing of certain 
appointments and removal of some posts from the Organizational structure. 
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15. LOCAL ECONOMIC DEVELOPMENT 

A number of measures are currently underway the most successful being the drive and 
emphasis by the Supply Chain Policy to fully implement the SCM policy to target local 
contractors for Council business and having a mandatory award of category 1 to 
category 3 level contractors to local contractors and component for all major projects 
above level 4 being subcontracted to local emerging businesses. Funding has also been 
set aside for specific LED programmes. 

16. REVENUE ENHANCEMENMENT 
Publicity Drive 

We equally intend on engaging an active publicity to educate consumers on the perils of 
interim accounts as well as the inconveniences of power supply suspension. The ease 
with which the municipality handles feedback from the community is a priority. 
Communication is key and must flow both ways for the municipality to provide better 
services. 

We would also like to publicize projects that are on in the respective areas where 
services are provided or successes in the municipality, e.g. in a particular neighbourhood 
we would like to say that the potholes were fixed last month or a clean-up project is due 
to start to show the community what we are doing with their money. 

List of outstanding debt per ward councillor concerned 

Ward councillors are targeted as key to convey the information to communities who are 
in debt with the intention of submission of the Finance committee in the hope of creating 
a little competition amongst the councillors. 

Government Debt 

The municipality has been close engagement with government to realise all outstanding 
debt. These outstanding amount have been referred to the various senior managers of 
the owing government departments and we are vigorously pursuing this initive 

Business Debt 

When disconnection of the business takes place an internal official will accompany the 
cut team to assist with disconnections and assess what is the actual reason why the 
business are not responding to debt collection notices. The internal official will interact 
with the client while the premises for all relevant details that has been updated and 
encourage the client to come into the office for the payments and to take arrangements. 
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Conventional Electricity Meters 

Introduction of a programme of replacing all conventional meters where account holders 
owe more than RIO, 000. The next round associated with this program will be the 
lowering of the threshold of debt of R5, 000. This will continue until all of the conventional 
meters will be replaced in properties with accounts in arrears. 

Interest Waiving Initiative 

We also intend to introduce an interest waiving initiative for all outstanding debts to 
encourage payment of outstanding debts by all property categories; 

SECTION 4 

OPERATING EXPENDITURE ASSUMPTIONS 

MFMA Circular no 78 has highlighted the following examples of non-priority expenditures 
that should be eliminated: 

(a) Excessive sponsorship of music festivals, beauty pageants and sporting events, 
including the purchase of tickets for events for councillors and officials 

(b) Public relations projects and activities that are not centred on actual service delivery 
or are not municipal function e.g. celebrations, gala dinners, commemorations, 
advertising and voter education; 

(c) LED projects that serve narrow interest of only a small number of beneficiaries or fall 
within the mandates of other government departments such as the Department of 
Agriculture; 

(d) Excessive catering for meetings and other events, including the use of public funds to 
buy alcoholic beverages; 

(e) Arranging workshops and events at expensive private venues, especially ones 
outside the Municipality as opposed to using the municipality’s own venues; 

(f) Excessive printing costs instead of maximising the use of the municipality’s website, 
including providing facilities for the public to access the website; 

(g) Excessive luxurious office accommodation and office furnishings 

(h) Foreign travel by mayors, councillors and officials, particularly study tours; 

(i) Excessive councillor and staff perks such as luxurious mayoral cars and houses, 
notebooks, IPADS and cell phone allowances and travel and subsistence allowances 

(j) Excessive staff in the office of the Mayor particularly the appointment of political 
advisors and spokespersons; 
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(k) Costs associated with long-standing staff suspensions and the legal costs associated 
with not following due process when suspending or dismissing staff as well as 
payment of severance packages or ‘golden handshakes’ ; 

(l) The use of consultants to perform routine management tasks and the payment of 
excessive fees to consultants. 

(j) National Treasury is also informing councillors, municipal employees and rate and 
tax payers that the municipality must concentrate their spending effort on services 
that are meaningful and indulgent. In other words this should be a direct service 
budget aimed at the people who live in municipalities and not the municipalities 
themselves. 

17. TARIFF IMPLICATIONS OF THE ANNUAL BUDGET 

(a) Electricity Tariff 

The electricity tariff will be increased by 6. % for both domestic and business consumers. 

(b) Refuse Tariff 

The refuse tariff will be increased by 6 % for both domestic and business consumers. 

(c) Minor Tariffs 

Minor Tariffs will be increased by 6 %% on average unless specifically reflected in the 
tariff book. 

(d) Assessment Rates 

The increase in the rate randage will be 6%% for all property categories. 

(e) Assessment Rates rebates 

The current rebate as per the rates policy will continue to be applicable. 

18. CONCLUSION 

The 2016/2017 budget for the Umvoti Municipality is in line with the dictates of the 
National Treasury guidelines and will continue to strive for financial prudence in the 
management of the financial affairs on day to day basis. 

19. Budget Assumptions 

Budgets are prepared in an environment of uncertainty. To prepare meaningful budgets, 
assumptions need to be made about internal and external factors that could influence the 
budget. The revised headline CPI forecasts from National Treasury for 2016/2017, 
2017/2018 and 2018/2019 are 6%, 5.8% and 5.8% respectively. The growth parameters 
apply to tariff increases, property rates, user and other charges raised by the municipality 
to ensure that all spheres of government support national macroeconomic policies. 
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National Treasury has announced that local increases must be in line with the CPI 
forecasts and that salary increases of only 6.85% should be budgeted for. NT has also 
communicated that any rate or tariff increase above 6% must be fully communicated to 
the community. 

19. Section 10: Overview of Budget Funding 

Section 18(1) of the MFMA states that the annual budget may only be funded from 

• Realistically anticipated revenues to be collected 

• Cash backed accumulated funds from previous year’s surpluses not 
committed for other purposes; and 

• Borrowed fund, but only for the capital budget 

Achievement of this requirement in totality effectively means that Council has 
balanced its budget by ensuring that budgeted outflows will be offset by a 
combination of planned inflows. Refer to Table 8: Cash backed /accumulated surplus 
reconciliation and supporting table SA10: Funding Measurement. 

20. Fiscal Overview of Umvoti municipality 

Umvoti municipality has over the recent years remained relatively financially stable. 
Continuous efforts are made to comply fully with the MFMA and other legislations 
directly affecting financial management .The municipality has now for 2 years in a 
row received unqualified audit opinion and hopes to improve this audit opinion during 
the 2015/2016 reporting period. Umvoti municipality cannot afford salaries that are 
prerequisite to GRAP due to the inability to attract the suitably qualified accountants 
at the skill required by GRAP as well as given the current limitation as it relates to the 
geographical location of our municipality. It is therefore highly unlikely that qualified 
accountants are going to respond given the current salaries that we offer, however 
we remain committed to muddling through these deep waters the best way we know 
how in order to respond to the concerns raised by the AG regarding the skills levels 
of the BTO. 

Employee Costs have increased by the annual increase of 7% on basic 
remuneration but have overall increased to R82, 000,000 from the 2015/2016 
financial year to R109, 000,000 as a result of the implementation of a placement 
process which saw a revision of the overall organizational structure and subsequent 
placement of most municipal employees on the maxim notch of the salary scales. 
Council is doing all within its means to strike the balance between the powers and 
function and salaries through ensuring that it derives value for money with the current 
staff complement under the supervision of the Municipal Manager at the same time 
ensuring that this is not at the expense of Service Delivery. 

The repairs and maintenance budget for the 2016/2017 financial year has 
decreased from R9, 784,000 from R8, 852,000 for the assets infrastructure. 
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PART 2 SUPPORTING DOCUMENTATION 

1. Section 5-Overview of the annual budget process 

(a) Annual Planning Processes 

The entire budget process is currently a scarce resource allocation exercise as opposed 
to an proper planning exercised this is given the constrained economic conditions that 
the municipality is operating under resulting in absolute dependence on National 
transfers for sustainability as opposed to a more viable approach of own revenue 
sources. The current operating budget is driven totally on the premise of cash flow and 
consumer affordability. The cash basis which we follow means we cannot cut salaries 
and other essential expenditure priorities which makes the municipality to function. We 
have sought to prioritise repairs and maintenance to ensure adequate maintenance of 
infrastructure. 

(b) Budget process 

The budget process followed the requirements of the MFMA. A schedule of key 
deadlines was prepared for tabling in council by the Mayor prior to the end of September 

2015 and a budget steering committee meetings held on the 17 th and 18 th of March 

2016 respectively to consider the draft budget submissions and make necessary inputs. 

The draft budget was tabled in Council on the 3 lst March 2016. A period of public 
consultation for the month of April 2016 then to be followed as per the dictates of 
sections 22 and 23 of the MFMA. At the culmination of the process the Mayor must 
consider any representations and decide if any amendments should be made to the 
budget. 

2. Section 6-Measurable Performance Objectives and Indicators 

The Municipality’s budget is prepared on a three year basis, this takes into account the 
National and Provincial three year allocations to the municipality and to ensure optional 
financial planning and provide for seamless service delivery. Additionally the National 
Treasury Budget Circulars request Local government to highlight their projected 
increases over the next 3 years to give some certainty to consumers. 

The municipality will set our measurable performance objectives to link the financial 
inputs of the budget to service delivery on the ground. This will be done in the form of 
quarterly service delivery targets and budget implementation plan (SDBIP). The plan will 
be agreed by the Mayor within 28 days of approval of final budget and will form the basis 
for the Municipality’s monitoring. 
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3. Section 6-Overview of Alignment of the Annual Budget with the IDP 

(a) Introduction 

Municipalities are required to develop the five year IDP which must be reviewed 
annually. It is also required that such plans must find expression in the budget. The IDP 
and the budget are inter-related documents. The dip is the budget in other words. Just as 
the budget is the IDP in figures. Comprehensive efforts are currently being made to 
ensure that the two documents are closely link through the review and revision process 
and it is anticipated that the final budget will represent a much more aligned IDP and 
budget. The attached IDP was subsequently reviewed to respond to the needs and 
challenges of the Umvoti Community 

(b) Key Challenges facing Umvoti municipality 

Umvoti municipality is faced with a complex set of development challenges; our outlook 
is facing local government but of course with some our own peculiarities: 

i. Sustainable Infrastructure Investment 

The continued growth of the town has put a lot of pressure on infrastructure. That growth 
which cannot simply be stopped will continue at a rate which the municipality is battling 
to match financially. 

ii. Focused development of the previously disadvantaged 

The poorest communities in our areas are subjected to the worst living conditions and 
the municipality has committed itself towards poverty alleviation. Programmes with clear 
funding intentions are being designed for that purpose. 

iii. Integrated Town Establishment and Development 

Access to land, still remains the challenge Council needs to devise creative strategies to 
deal with this matter. In line with that Council has engaged other spheres of government 
i.e. COGTA, Department of Public Works and Department of Transport 

iv. The Challenge of promoting Economic Development 

There remains a great need for the diversification of the local economy through 
facilitating the emergence of underperforming sectors is an important catalyst for 
economic development, which will focus on mainstreaming of previously disadvantaged 
people. Crucial to this is the need to work in partnership with relevant stakeholders in 
boosting employment and fostering SMME’s in our recently revised SCM policies and 
strategies that have been tailored to support this challenge 

v. The challenge of ensuring municipality financial viability 
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The municipality lives and dies by its ability to balance needs with resources and Umvoti 
Municipality cannot currently generate sufficient resources to properly satisfy all its 
residents and stakeholder needs. Therefore those needs will have managed and dealt 
with in a financially sustainable manner. Promises of quick and easy solutions are simply 
lies. 


vi. The challenge of municipal transformation and institutional development 

Staff development is crucial to meet the challenges of Umvoti and the requirements of 
local government. The Umvoti municipality does not have the luxury of urban type of 
town arrangement given its geographical distance from both Primary and Secondary 
Cities and therefore our ability to attract suitably qualified and quality staff is severely 
limited. This therefore requires that the Municipality must offer slightly higher than the 
competitive salary packages to attract suitably qualified personnel which tend impact 
negatively on the salary threshold of the personnel. 

vii. Public Participation 

Public Participation is an important feature of any democratic environment, although the 
legislative environment provides adequately for public participation primarily through the 
ward committee system, the municipality is challenged to ensure that it continues to build 
on its successes over the last few years. The ward Committee budget has been 
increased from Rl, 980,000 in the 2015/2016 financial to Rl, 755,000 to ensure that 
public participation obtains the attention it deserves at the most micro level being the 
wards. 


4. Section 7: Measurable Performance Objective an Indicators 
Indicators and ratios 

The Key financial indicators and ratios are disclosed in Supporting Table SA8 
performance indicators and Benchmarks 

5. Section 8: Overview of Budget Related policies 

The detailed policies included in this section of the budget documentation see annexure 
A to this document for full policies. Polices are available at the Council offices for viewing 
as well as on the municipal website. This section gives a broad overview of the budget 
policy framework and highlights the amended policies to be approved by Council 
resolutions during the final budget. 


NAME OF POLICY 

TYPE OF 
POLICY 

DATE OF 
ADOPTION 

AREAS 
COVERED BY 
POLICY 

SUMMARY OF 
CHANGES 


R 

[EVENUE RELATED 


Tariff 

New 

31 st March 2016 

Setting criteria for 
establishing service 
tariffs 

Introduction of various 
tariffs 

Property Rates 

Not Amended 

Not Amended 

Setting criteria for 
establishing service 
tariffs 

None 

Credit Control & debt 
Collection 

Amended 

31 st March 2016 

Principles and 

guidelines to be 

Minor 
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followed with respect 
to arrear consumer 
debt control 


Indigent support & 
Social rebate 

Amended 

31 st March 2016 

Guidelines and 

procedures for the 
subsidisation of rates 
and basic services to 
indigent households 

Minor 

OTHER FINANCE RELATEI 

D POLICIES 

Banking & Investment 

New 

New 

Guidelines of 

procedures to be 
followed when 

investing or lending 
money 

New 

Budget & Budget 
Virement 

Not Amended 

31 st March 2016 

Sets our rules and 
procedures to be 
followed in the 

compilation and 

management of the 
budget 

Minor 

Supply Chain 

Management Policy 

Amended 

31 st March 2016 

Dictates procedures 
for the procurement 
of goods and 

services 

Minor 

Funding and reserves 
policy 

New Policy 

Not adopted 

Dictates procedures 
and sets guidelines 
for financial viability 

To be developed 

Telephone Policy 

Amended 

31 st March 2016 

Sets out rules and 
procedures for 

telephone and cell 
phone management 

Minor 

Subsistence & 

Travelling 

Amended 

31 st March 2016 

Sets out rules and 
procedures for S& T 
management 

Minor 

Financial Delegation 
Policy 

New Policy 

31 st March 2016 

Sets out rules and 
procedures for 

management of 

bursaries 

Minor 

Loss Control Policy 

New Policy 

31 st March 2016 

Sets out rules and 
procedures for 

donations 
management 

New Policy developed 

Petty Cash Policy 

New Policy 

31 st March 2016 

Sets out rules and 
procedures for 

donations 
management 

New Policy developed 


7. SUPPORTING TABLES 

This section below represents and explains various tables that must be compiled as 
required by National Treasury. Some of the tables are variations of theme which will 
allow the National Treasury to put out macro statistics. Whilst this is good practice, it 
can become a tad repetitive at the micro or local level. It has therefore been decided not 
to comment on all the tables. 

7.1 Section 11- Expenditure on Allocations and Grant Programmes 

Disclosure on expenditure on allocations and grant programmes is done by way of 
Supporting Table SA 18: Transfers and grant receipts, supporting table SA19: 
Expenditure on transfers and grant programme and supporting Table SA20: 
Reconciliation of transfers, grant receipts and unspent funds 

7.2 Section 12- Councillors Allowances and Employee Benefits 
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Refer to supporting Table SA22: Summary councillor and staff befits and supporting 
Table 23: Salaries, Allowances & Benefits for further details. The salary increase for 
2016/2017 for Manager, Staff and councillors is budgeted at a basic remuneration level 
of 6, 85% on the on the original 

7.3 Section 14: Monthly Targets for Revenue, Expenditure and Cash Flow 

Disclosure on monthly targets for revenue, expenditure and cash flow is made in 
Annexure 2 in the following supporting tables 


7.4 Monthly operating budget revenue and expenditure projections 

Supporting Table SA25: budgeted monthly revenue and expenditure reflects consolidate 
projections of revenue by source and expenditure by type for the budget year broken 
down per month for the budget year, and shown in total for the following two years. 

Supporting Table SA26: Budgeted monthly revenue and expenditure (municipal vote) 
and Supporting Table SA27: Budgeted monthly revenue and expenditure (standard 
classification) reflects revenue and expenditure broken down per month for the budget 
year, shown in total for the following years 

7.5 Monthly Capital budget revenue and expenditure 

Supporting table SA28: Budgeted monthly capital expenditure (municipal vote) and 
supporting table SA29 budgeted monthly capital expenditure standard classification 
show capital expenditure broken down for the budget year and shown in total for the 
following two years. 

7.8 Monthly Cash flow projections 

Supporting table SA30: Budgeted monthly cash flow sets out receipts by source and 
payment by type for both operating and capital broken down for the budget year and 
shown in total for the following two years. 

7.9 Budgeted households accounts 

Supporting Table SA14: Household bills compiles the data for the monthly budgeted 
account for household income analysis per small and large household. 

7.10 Property Rates information 

Supporting Table SA11: Property rates summary contains the Property rates summary 
with all statistic data and supporting tables SA12 and SA13 Property rates by category 
current and budget year reflect the current and budgeted year’s expected data for 
property 

7.11 Contracts Having Future Budgetary Implications 

The Municipality currently does not have any contracts having future budgetary 
implications. 
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7.12 Capital Expenditure Details 

Supporting table SA28: Budgeted monthly capital expenditure (municipal vote) and 
supporting table SA29 budgeted monthly capital expenditure standard classification 
show capital expenditure broken down for the budget year and shown in total for the 
following two years. Rates by Category. 


Section 15: Service Delivery & Budget Implementation Plan 

1. Adoption of the SDBIP 

In terms of section53 (l)(c) (ii) of the MFMA the SDBIP must be approved by the Mayor 
within 28 days after the final approval of the budget and must contain monthly 
projections of income and expenditure and quarterly projections of measurable 
performance objectives. Annual targets are still to be confirmed and these will be 
included in the final budget documentation and SDBIP. 

2. Section 16:Legislation Compliance Status 

The disclosure on legislation compliance must provide a brief summary of the status of 
the implementation of legislation applicable to municipalities including progress made or 
delays experienced in implementation, this will be done in detail during the final budget. 
But in a nutshell the following are pieces of legislation that we are required to comply 
with 

• Municipal Finance Management Act 56 of 2003 

• The Division of Revenue Act 2010 and Provincial Budget Announcements 

• The Municipal Systems Act 32 of 2000 and Municipal Systems Amendment Act no 
44 of 2003. 

3. Section 17:Other Supporting documentation 

Other supporting documentation includes policies, IDP and the performance 
management framework. 

4. Section 21:municipal manager’s quality certification 

This section includes the Municipal Manager’s quality certificate which has been signed 
by the Municipal Manager certifying the budget and the related budget documentation. 
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